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REE: STATE A-3608, 7/21/76 (NOTAL) 

1. SUMMARY: OFFICIALS OF MINISTRY OF CONSTRUCTION (MOC) AND 
MINISTRY OF INTERNATIONAL TRADE AND INDUSTRY(MITI) CONEIRM 
THAT THEIR MINISTRIES ARE DEVELOPING PLANS TO ASSIST 
JAPANESE FIRMS IN MEETING HUGE PEREORMANCE BONDING 
REQUIREMENTS ASSOCIATED WITH LARGE CONSTRUCTION AND PLANT 
DEVELOPMENT PROJECTS OVERSEAS. HOWEVER, BECAUSE MINISTRIES 
DISAGREE ON EORM OF ASSISTANCE TO BE PROVIDED TO CONSTRUCTION 
FIRMS, AND BECAUSE OF UNCERTAINTY REGARDING HOW MUCH 
BUDGETARY ASSISTANCE MINISTRY OE FINANCE (MOF) PREPARED TO ALLOT, 
IT IS DIFFICULT TO PREDICT NOW WHAT WILL ULTIMATELY BE 
INCLUDED IN BUDGET EOR FY 1977 (BEGINNING APRIL 1, 1977). 

GIVEN EXISTING BROAD SUPPORT EOR SOME GOJ ACTION ALONG 
THESE LINES, IT SEEMS VERY LIKELY SOME KIND OF BOND 
GUARANTEE OR INSURANCE PLAN FOR OVERSEAS PROJECTS WILL 
BE INCLUDED IN BUDGET PRESENTATION AND PASSED BY DIET 
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EVENTS IN BROADER POLITICAL SCENE. END SUMMARY. 

2. DURING PAST TWO MONTHS THERE HAVE BEEN LARGE NUMBER OE 
ARTICLES IN JAPANESE PRESS, SIMILAR TO THOSE MENTIONED 

IN REEAIR, REPORTING ON VARIOUS PROGRAMS BEING PLANNED 
BY MOC AND MITI TO ASSIST JAPANESE FIRMS IN PARTICIPATING 
IT LARGE INDUSTRIAL PLANT DEVELOPMENT AND CONSTRUCTION 
PROJECTS ABROAD. BULK OE THESE ARTICLES HAVE DEALT WITH 
MOC BOND GUARANTEE EUND AND MITI BOND INSURANCE PROGRAM, 
BOTH OP WHICH ARE INTENDED TO ASSIST JAPANESE FIRMS IN 
MEETING THE HUGH PERPORMANCE BONDS REQUIRED ON 
LARGE INDUSTRIAL PROJECTS ABROAD. MITI AND OC OFPICIALS 
WITH WHOM EMBASSY OFPICERS HAVE DISCUSSED THESE REPORTS 
CONPIRM THAT BOTH MINISTRIES ARE ACTIVELY DEVELOPING BOND 
GUARANTEE ASSISTANCE PROGRAMS AS WELL AS OTHER ACTIVITIES 
RELATED TO OVERSEAS PROJECTS WHICH THEY HOPE MOF AND 
CABINET WILL INCORPORATE INTO PY 1977 BUDGET. HOWEVER, 

THESE OPFICIALS CLAIM THAT DETAILS OP THESE PROGRAMS ARE 
NOT AS PULLY WORKED OUT AS SUGGESTED IN MANY PRESS REPORTS 
AND THAT THE MINISTRIES ARE NOT YET READY TO PRESENT 
PLANS PORMALLY TO MOP. PURTHERMORE, REMARKS OF THESE 
OPFICIALS MAKE IT CLEAR THAT THE TWO MINISTRIES DO NOT 
SEE EYE-TO-EYE ON HOW BOND GUARANTEE ASSISTANCE SHOULD 
BE PROVIDED TO CONSTRUCTION PIRMS. 

3. MITI PLAN: BASIS OF MITI PLAN WOULD BE REVISION OP 
EXISTING EXPORT INSURANCE LAW TO PROVIDE INSURANCE 
COVERAGE POR BONDING ASSOCIATED WITH LARGE CONSTRUCTION 
OR INDUSTRIAL PLANT PROJECTS ABROAD. LIKE EXISTING 
EXPORT INSURANCE PROGRAM, BOND INSURANCE WOULD BE 
ADMINISTERED BY MITI AND WOULD COVER ALL TYPES OP 
OVERSEAS PROJECTS INCLUDING THOSE INVOLVING ONLY 
CONSTRUCTION FIRMS. PLAN WOULD BE ESTABLISHED WITH GOJ 
PUNDS BUT WOULD BE SELP-PINANCING WITH PREMIUM PAYMENTS. 
PREMIUM RATES AND COVERAGE LIMITS HAVE NOT YET BEEN 
PULLY WORKED OUT BY MITI. 

4. MOC PLAN: MOC OFPICIALS ARE OPPOSED TO INCLUDING 
OVERSEAS ACTIVITIES OF JAPANESE CONSTRUCTION PIRMS 

UNDER BROAD BOND INSURANCE PLAN PROPOSED BY MITI AND WOULD 
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PREPER A SPECIAL PROGRAM AIMED AT ASSISTING SOLELY THE 

CONSTRUCTION INDUSTRY. TO DO THIS, THEY ARE PROPOSING 

THE ESTABLISHMENT OF "AN OVERSEAS CONSTRUCTION ASSOCIATION". 

TO BE FINANCED 50 PERCENT BY GOJ AND 50 PERCENT BY PRIVATE SECTOR 
(BANKING, INSURANCE, AND CONSTRUCTION PIRMS) WHICH WOULD 
PROVIDE GUARANTEES POR PART OP THE COSTS INCLURRED BY 
CONSTRUCTION FIRMS IN OBTAINING PERFORMANCE BONDS POR 
LARGE OVERSEAS CONSTRUCTION PROJECTS. ACCORDING TO 
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MOC OFFICIALS, ALL DETAILS HAVE NOT BEEN WORKED OUT, 

BUT APPARENTLY GUARANTEE FUND WOULD INITIALLY TOTAL 
$33 MILLION. 

5. THOUGH MOC OFFICIALS OBVIOUSLY DO NOT BAY SO, MOC 
OPPOSITION TO MITI PLAN IS PROBABLY INLARGE PART DUE 
TO FACT IT WOULD ALLOW MITI TO WIELD CONSIDERABLE 
INFLUENCE OVER CONSTRUCTION INDUSTRY WHICH MOC CONSIDERS 
ITS OWN FIEFDOM. MOC COULD EXPECT TO CONTROL ACTIVITIES 
OF ITS PROPOSED ''ASSOCIATION". FURTHERMORE, CONSTRUCTION 
INDUSTRY ITSELE MAY ALSO PREFER NOT TO HAVE PROGRAM 
ADMINISTERED BY MITI WHICH MAY BE INCLINED 
TOWARD INTERESTS OF OWN CLIENTELER, NAMELY 
MANUFACTURING AND ENGINEERING EIRMS. (IN PAST SOME MITI 
OFEICIALS WERE KNOWN TO HAVE BEEN OPPOSED TO USING LIMITED 
EXPORT-IMPORT BANK FUNDS TO FINANCE OVERSEAS CONSTRUCTION 
ACTIVITIES.) REMARKS OE MOC OFFICIALS SUGGEST THAT THEY 
ARE ATTEMPTING TO BLOCK ANY REVISION OF EXPORT INSURANCE 
LAW RATHER THAN HAVING CONSTRUCTION FIRMS EXCLUDED EROM 
MITI PLAN. MITI OFFICIALS AY IT IS UNLIKELY MOF WILL BE 
PREPARED TO ACCEPT BOTH PLANS, THOUGH THEY ARE NOT 
PREPARED TO PREDICT HOW THIS CONFLICT WILL BE RESOLVED. 
SHOESMITH 
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6. OTHER PROPOSALS WHICH ARE BEING CONSIDERED BY THESE 
MINISTRIES AND WHICH MAY BE SUBMITTED TO MOF INCLUDE 
THE EOLLOWING: 

MITI 

- ESTABLISHMENT OE "ENGINEERING PROMOTION ASSOCIATIION" 

WHICH COULD HELP ENGINEERING EIRMS COVER COSTS OE 
PRE-BID SURVEYS AND PROVIDE TRAINING PROGRAMS IN 
FIELD OF PROJECT MANAGEMENT, ETC. EOR SUCH EIRMS. 

- REQUEST EOR ADDITIONAL JAPAN EXPORT-IMPORT BANK 
FINANCING FOR PLANT EXPORTS. (PLANT DEFINED AS 
EQUIPMENT VALUED AT $500,000 OR MORE, EXCLUDING SHIPS). 

IN THIS YEAR'S BUDGET/ EX-IM'S PLANT EINANCING EACILITIES 
WERE ALREADYINCREASED EROM $757 MILLION TO $1,250 
MILLION. 

MOC 

-UNDER UMBRELLA OE OVERSEAS CONSTRUCTION ASSOCIATION, 

MOC WOULD LIKE TO SEE CONSTRUCTION FIRMS DEVELOP 
INDEPENDENT MUTUAL ASSISTANCE PROGRAM WHICH WOULD 
REIMBURSE PART OF SURVEY AND OTHER PRE-BID EXPENSES OE 
CONSTRUCTION FIRMS WHICH ULTIMATELY LOSE BIDS. UNDER 
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PLAN, SUCCESSEUL BIDDERS WOULD CONTRIBUTE TO EUND TO 
KEEP IT SELF-SUBSTAINING. 

7. EMBASSY OMMENT: THOUGH IT IS NOT POSSIBLE TO PREDICT 
THE EORM OR SCOPE OF A PERFORMANCE BOND GUARANTEE OR 
INSURANCE PROGRAM TO BE WORKED OUT IN GOJ BUREAUCRACY 
DURING NEXT EEW MONTHS, EMBASSY BELIEVES THAT IT IS 
VERY LIKELY THAT SOME KIND OF PROGRAM ALONG THESE LINES 
WILL ULTIMATELY BE INCLUDED IN THE BUDGET,PASSED 

BY THE DIET AND BECOME OPERATIVE DURING EY 1977. 

(TIMING OE ALL THIS WILL DEPEND OF COURSE ON EVENTS IN 
THE BROADER PLITICAL SCENE, I.E., THE LDP LEADERSHIP 
STRUGGLE, THE DIET ELECTIONS ETC.) THE LARGE NUMBER OF 
PRESS ITEMS POINTING OUT THE NEED FOR BOND GUARANTEE 
AND OTHER PROGRAMS TO ASSIST JAPANESE EIRMS IN OVERSEAS 
PROJECTS REELECT THE STRONG SUPPORT THAT EXISTS IN THE 
BUREAUCRACY AS WELL AS IN BUSINESS CIRCLES-BOTH THE 
KEIDANREN AND JAPAN EOREIGN TRADE COUNCIL PASSED RESOLUTIONS 
CALLING ON THE GOJ TO INITIATE BOND GUARANTEE PROGRAMS. 
APPARENTLY REFLECTING HIGH-LEVEL LDP SUPPORT, A JULY 23 
MEETING OE THE EOREIGNCOOPERATION MINISTERIAL MEETING, 
CHAIRED BY DEPUTY PM EUKUDA, ENDORSED THE IDEA OE A 
PEREORMANCE BOND GUARANTEE PROGRAM AND INSTRUCTED THE 
MINISTRIES TO CONTINUE THEIR STUDIES. (MEETING 
REPORTEDLY DID NOT ADDRESS DIEEERENCES IN THE VARIOUS 
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PLANS.) BECAUSE OE STRONG BUSINESS SUPPORT, IT IS LIEKLY 
THAT ALL LDP FACTIONS WOULD BE PREPARED TO FAVOR CREATION 
OE GUARANTEE PROGRAM OP SOME KIND ONCE THE MINISTRIES 
HAVE RESOLVED THEIR DIPPERENCES. EMBASSY WILL 
CONTINUE TO EPORT ON THIS SUBJECT AS GO! PLANS 
DEVELOP. 

SHOESMITH 
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